STATE OF MAI NE DOCKET NO. 98-520
PUBLI C UTI LI TI ES COW SSI ON

MARCH 2, 1999

WALDOBORO WATER COVPANY ORDER
Proposed Increase in Rates

VELCH, Chairnman; NUGENT and DI AMOND, Conm ssioners

| . Summary of Deci sion

We approve a rate increase for the \Wal doboro Water Conpany
(Wal doboro or the Conpany) to produce annual operating revenues
of $201,403. This is an increase of $33,387 or 19.9% over 1997
actual revenues of $168,964. W request Consuners Mii ne Water
Conpany (as receiver of the Conpany) to provide additional
informati on about its request to create a deferred debit on the
Conpany’ s books.

| 1. Backqground

On July 7, 1998, the Conpany, through its Court-appointed
recei ver, Consuners Mi ne Water Conpany (Consuners), filed
changes to Wal doboro’s rate schedul es proposing to increase its
operating revenues by $35,191 or 20.95% over 1997 actual revenues
of $168,016. The Conpany filed this proposed rate increase with
t he Comm ssion pursuant to 35-A MR S. A 8 307. The Conm ssion
set an intervention deadline of August 5, 1998. On July 31,

1998, the Conmission received a petition to intervene fromthe
Town of Wal doboro (Town).

Because the Commi ssion did not have sufficient tinme to
investigate this matter before the proposed August 7, 1998
effective date, the Comm ssion suspended the operation of the
proposed rate schedul es, pursuant to 35-A MR S. A 8 301, for a
total of eight nmonths, fromand including August 7, 1998, by
Orders dated August 5, 1998 and Novenber 6, 1998.

On Novenber 5, 1998, the Town filed a letter, indicating
that the Town had no objection to the proposed increase if
Consuners continues in its role as receiver. That letter also
st at ed:
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We take no position on the recordi ng by Consuners, as
receiver, of cash shortfalls as a deferred debit and
anortized through rates, but believe that that may
inplicate principles of retroactive ratenmaking, which
at this tine we |eave to the Comm ssion to resolve. W
do object to this treatnent in the event that and for
any period after Consuners ceases to be receiver and
during which M. Ring or any conpany in which he has an
ownership interest, has ownership or control of the
Conpany. Thus, if permtted, any deferral and
anortization would only apply during the period that
Consuners is acting in a receivership capacity.

On February 19, 1999, the Hearing Exam ner issued a Hearing
Exam ner’s Report containing a draft decision. Consuners filed
exceptions to the Report on February 25, 1999. It did not
contest any of the Examner’s recommendations related to the rate
increase. It did except to the Exam ner’s recomrendati on that
the Comm ssion not permt the deferred debit.

I11. Rate |Increase Request

A. Adjustnents to O & M

We have accepted the Conpany’ s proposed adjustnents to
operation and mai nt enance expenses except for the proposed rate
case expense adjustnent discussed in section IIl1.B below. The
not abl e adjustnents to operation and mai nt enance expenses (&M,
shown on the attached Exhibit 2, are the $17,482 reduction to
enpl oyee pensions and benefits and the added $25, 032 cost of
purchased water froma new source of supply. The enployee
pensi ons and benefits are reduced because Consuners, as receiver,
has stopped or will stop paying for the health and life insurance
benefits of the President and Treasurer of the Conpany.! The
above adjustnents, conbined with adjustnments to chem cal
expenses, contractual services, rental of equipnent, and
m scel | aneous expenses, result in a total reduction in O&M of
$6, 696.

B. Rate Case Expense and Nornmli zation

The Conpany’s requested revenue requirenment included a 2-1/2
year normalization of the estinated rate case costs. The
estimated cost ($10, 150) assuned that the case woul d be
adj udi catory and that a technical conference and ot her neetings

!'We understand, that M. Ring, the owner of Wl doboro, has asked the Superior
Court to review this decision and the Court has set a hearing date of March 2,
1999.
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woul d be necessary. Based upon those assunptions, the Conpany
requested a rate case nornalization of $4,064 or 2% of annual
revenue. In a letter to the Comm ssion dated January 7, 1999, the
Conpany reported that it has expended approxi mately $3,500 in
preparing this case and proposes that the annual rate case
normal i zation continue at its current |evel of $2,260. This

adj ust ment reduces the revenue requirenent by $1,804. If we
apply a 2-1/2 year nornalization to the $3,500 actual costs

i ncurred, the annual normalization would be $1,400 or a reduction
of $2,664 in revenue requirement. W find the Conpany’s proposal
to continue normalization of rate case expenses at the current

| evel to be reasonable in light of the Conpany’s financi al
condition and the probable need for nore frequent rate filings in
the future.

C. Summary of Revenue Requirenment Adjustnents

Qur allowed adjustnments to the Conpany’s operating statenent
are shown on Exhibit 1. Consuners filed no exceptions to any of
t hese adjustnments. W accept the Conpany’s adjustnents to
depreci ati on expenses and property taxes to reflect additions and
retirements, the Conmm ssion/Ofice of Public Advocate/Drinking
Wat er Conm ssi on assessnents to reflect the increased revenue,
and i ncone taxes based upon the allowed return. This, along with
the changes to O & M descri bed above, results in pro forma
operating revenues of $201, 403 or an increase of $33,387 (19.9%
over 1997 actual revenues.

D. Treatnent of Unpaid Consuners M ne Water Conpany Charges

On Septenber 18, 1996, the Superior Court (Court) issued an
interimorder appointing Consuners ‘“as receiver to manage the
busi ness and affairs of the WAl doboro Water Conpany.. . pendi ng
final resolution on the nerits at trial.”? That order set forth
the obligations and authority of Consuners as receiver.

In June 1997, the Court issued an order appointing R
Stephen Thing as trustee charged with selling the Conpany.
M. Thing, on Decenber 31, 1997, signed a purchase and sal e
agreenent for the purchase of the assets by the Town of \Wal doboro
for $387,200. The Court subsequently granted the Departnent of
Human Services’'s notion for summary judgnent seeking to enforce
the terns of the settlenent agreenent and, on March 16, 1998,
i ssued an order approving the sale. Concurrently, the Court
i ssued an Order Termnating Interim Receivership. The order
provi des that upon the transfer of the assets of the Conpany by

2 See Conmi ssioner of Human Services v Wl doboro Water Co., 1999 ME 36,
A 2d__ (Me. 1999) for a description of the events leading up to the
Depart ment of Human Services’s request for the appointnent of a receiver.
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the Trustee to the Town of Wal doboro, the receivership created by
the Interim O der dated Septenber 18, 1996, shall term nate and
Consuners shall be discharged as receiver. The order further

provi des that:

“[a]l ny Receiver’s conpensation or expenses incurred
pursuant to paragraph 3 of the Septenber 18, 1996
InterimOrder which have not been reinbursed to the
Recei ver out of the operations of the Wal doboro \Water
Conpany shall be paid to the Receiver at the closing on
the sale of the assets to the Town.

In April 1998, Paul Ring, president and owner of the
Conpany, appeal ed the Superior Court’s order approving the sale
to the Maine Suprene Judicial Court. The Law Court, on February
19, 1999, affirmed the Superior Court’s judgnent that the
settl ement agreenent constituted a binding contract. To date,

t here has been no closing and the receivership has not
t erm nat ed.

Judy W Hayes, Consuners’s President, stated in her prefiled
testinmony that “[t]here is significant costs being incurred for
the potential sale of this conpany, or its assets.” This
includes the Trustee's fee of a 5% conm ssion, plus expenses.
Those expenses were $30,000 by July 1998 and could go as high as
$50,000. In addition, there are legal costs for the receiver in
representing the Wal doboro Water Conpany in various hearings and
appeals. M. Hayes further testified the existing cash flow of
t he conpany is such that over $65,000 of Consumers Mine’s
monthly bills were unpaid and outstanding as of July 1998.

Ms. Hayes expressed a concern that there may not be enough cash
at any sale closing to support the paynent of all these bills
once the outstanding nortgage to Canden National has been pai d.
Therefore, Consumers asked the Comm ssion to allow any shortfal
in cash flow to be supported by the WAl doboro custoners in the
next rate filing after the sale. She requested any “cash
shortfall upon the Conpany’ s sale be recorded as a deferred debit
and anortized through rates over an appropriate length of time to
generate the cash to pay these bills.”

We are unable to approve Consuners’s request to defer these
operating expenses w thout further information on what expenses
are being deferred and the |ikelihood of their recovery. As soon
as possible, Consuners should provide the Conmm ssion with an
item zed accounting of the anmounts it seeks to defer. This
shoul d clearly distinguish between expenses associated with the
recei vership and normal operating expenses. Consuners should
al so describe its expectation of how these costs wll be
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recovered assum ng the Town purchases the Conpany. This should
i nclude a description of what costs, if any, will have priority
over Consumers’s expenses.

After we receive this information, we will determ ne whet her
an accounting order allow ng sonme, or all of the costs to be
deferred is appropriate, given the types of costs being deferred
and the likelihood of their recovery.

Accordi ngly, W

ORDER

1. That WAl doboro Water Conpany’s schedule of rates
filed July 7, 1998, wll not go into effect as
request ed.

2. That Wl doboro Water Conpany’s schedul e of rates,
Pages 1-4 (Third Revision) filed on March 1, 1999, w |
go into effect as of March 1, 1999.

3. That Consuners Mai ne Water Conpany shall provide

the additional information described above in the body
of this Order.

Dat ed at Augusta, Maine this 2nd Day of March 1999.

BY ORDER OF THE COWM SSI ON

Dennis L. Keschl
Adm nistrative Director

COWMM SSI ONERS VOTI NG FOR: Wl ch
Nugent
D anond



